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INTRODUCTION

; ecent federal and state
laws provide important
: consumer protections for
- those who have pre-existing

medical conditions and move

from one job to another.

The federal law, officially called
the “Health Insurance Portabil-

ity and Accountability Act of
-1996” (HIPAA), also referred to -

as the “Kassebaum-Kennedy
Act”, was enacted by President
Clinton on August 21, 1996.

This booklet is designed to pro-
vide a general overview of the
HIPAA law and how it interacts
with existing state laws.

- We ro@m.ﬁrmm.wooﬂmw will also
help correct a few misconcep-
~ tions about the recent laws.

You E.m% have heard that you'll .

be able “to take your medical
coverage with you.” This is only
partially true. You do not actu-
ally take your exact plan of

‘health benefits with you, but you .
do get to “take the credit” for

7

. time you’ve been with your
. former plan to your new
employer’s plan. In general, the
‘new laws require employer

group health plans to cover pre-

existing conditions sooner by
- giving you credit for coverage
. under your former health plan.

The law applies to most health
plans. The “portability” or take

it with you concept does not ap-
- plyif you are changing from one

individual health plan to another

-individual health plan. Pre-ex-

isting conditions limits will still

. apply.

The new laws do not affect all
health insurance policies in ex-

~actly the same way. Group poli-

cies have different rules than poli-
cies purchased by individuals.

As a consumer, you need to

know what kind of plan you
have and which.laws apply to
your plan. In general, most of the
new laws cover group health

‘plans only. Very few changes

were made to individual health
plans. Tax changes were also
made to long-term care plans
and medical savings accounts.

“to pay all the claims."

- GROUP HEALTH PLANS

mployer provided group
health plans are either fully
insured or self-insured. .

Fully insured group wmaﬁ:ﬁ?‘ww
are &&Qmmpﬁo. two categories:

.. . small employer plans for.

groups with 2-50 employees " -
o SR At

* large mBEOWmH plans for
groups with 51 or more
employees.. v

~ Underany fully insured plan, the,
. employer purchases coverage
"' fromaninsurance company. The

insurance company assumes the

, - riskto pay all health claims. .

Self-insured group. health plans
by employers to pay the-health
claims of its employees. The em-
ployer assumes the risk of provid-

(or self-funded plans) are set-up

- ing the benefits and is obligated

- Sometimes self-insured plans are
.. confused with fully insured-plans
- because employers. often hire an

insurance company.or third party

- administrator to pay the claims. If'

you do not know what kind of -
pplanyou have, ask youremployer-

“or plan administrator.
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mv@q to all mﬁo:ﬁ health
plans. - The health insurance

changes tequired by the new -

laws iriclude the mozos:bm

. Umm:mm Em-mmeﬂ:m .Bm&n&
conditions and limits how

long plans may exclude these

. ,nOd&mobm for benefits.

. Hunmmzmsﬂmm nwsboﬁ be consid-
ered a vnm-@amﬁbm 83&50:

. Wm@c:.mm plans to.treat all eli-
gible individuals equally. For

example, plans may not dis- -
. criminate against individuals -
-with an unfavorable medical

“history.

* Requires insurance nogwm-
- .nies to automatically renew
-group coverage each year.

* Mandates insurance compa-

. nies selling coverage to small
' employers to make all prod-

ucts available to all mBmz em-

ployers who apply. Small em-

~ ployerisnow defined as N 50"
EEE maﬁyowmmm

. Requires plans to: omma mﬂmn_&

. enrollment period for all new .

Qmﬁmbambﬁm ‘dueto andmmm\
- birth, adoption or Emnmgma
- for mmoﬁ_ob

_‘ . wm@::.mm plans to have the

same dollar limits on mental

' conditions as on @3@0& con-

ditions.

m&mﬁ& and ‘state Hmim Bmw.m.

: .?m-mx_m::m
. medical no:a_so:m
" The main reason so Bm:% con-

sumers have had &50::%
changing from one insurance

.plan to another is because of

prior or on going health condi-

tions -commonly called “pre-ex-

isting medical conditions.” His-
torically, health plans would not

. cover ﬁam-mxﬂmﬁ:m conditions, or

limited coverage when you

: .. HOEmQ the plan, or even refused
- togiveyou health insurance. Hrm :

new laws:

e Define Srmﬁ no:&ﬁobm are -

considered pre-existing;

e Limithow long coverage Bm% |

be excluded; and

* Require plans to ‘give you -
credit for time served under -

your former health plan.

Apre-existing. medical noba:uos

is defined as a physical or men- -
~tal condition for which medical .
: maﬁnm\ %m.mbo%@ care Or. Qmmﬁ-.
" ment is Hmnoggmsama or. re-.

ceived prior to your date of hire,

- or the date your coverage wmmam ,
, am@msmﬁbm onithe plan). .

~ The ﬁnm-@amcbm condition limits

vary depending on the type of

group] rmmEa Em: that %oc rm<m

Pre-existing
exclusion periods:

A \E@ insured small n:dioﬁﬁ.,
plan (2-to 50 Q_@N@mmm ) can ex-
- clude coverage for pre-existing .
. ..conditions for up to:9 months..
Your pre-existing condition must
‘meet the new definition and-
must have occurred within 6-

months prior-to your effective
date of coverage.

A fully insured Nﬁ.%m m%ﬁ?@mw,
* plan (51 ormore employees) can’
- exclude coverage for pre-existing
conditions for up to 12 months.

Your pre-existing condition'must

meet the new definition and -

must have occurred within 6
months prior to your effective
date of coverage.

A self-insured plan- can exclude-

coverage for your pre-existing

conditions for up.to 12 months.
Your pre-existing condition must.

meet the new definition and

‘must have: Onnsﬁma within m.

Eo:m\a HquH to %oE. r_am Qm..ﬁm

- .no.:an:m. which may not be

considered “pre-existing”

. HuHmWszn% is no longer a pre-

.. existing condition in fully in-
_ sured plans and self-insured

S ﬁ_mbm. In other words, if

you're pregnant when you

'~ join’ your new health plan
your pregnancy must be cov-
ered.

* “Geneticinformation may not
be considered a pre-existing
condition if there is no spe-
cific. diagnosis of a current

- . disease .or medical problem
.H&mﬁmm to Fm MmSmﬁn test.
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Q;.c:ﬁ to @6&%

thelawsadd mbomgmn very im-
_ portant ?oSmHoz to help
. make it easier for you when
nrmmeW thealth plans. You get
credit for your time sérved under
the former health plan. This credit

is “portable,” that is, you take it -
with you as you move ?QB H&mb.

- to plan.

If your new- mﬂo:_u rmmEa Emb Wmm ,
limits on coverage for _unméx_mcbm .
medical conditions, they must

give you credit for any prior health

coverage that you had. The law

calls this Qmm: :ﬁzon. Qma:mzm w

coverage.”

For. mxmﬁ@_ﬂ let’s assume VSE.
new group health plan has a 6
months pre-existing -condition
mxﬁcmuoﬁﬁmﬂom Your new plan

must give you credit for time’
served under your prier ‘health -
plan. If your:prior coverage was

for at least 6 months,. the -plan
must give you full credit which
means all pre-existing conditions
‘would be covered under your
new plan. If your prior coverage
‘was for 60 days, the plan can only

. impose a 120 day exclusion m,ou,. .

, Em-mxﬂmﬁﬂm nobnrcobm

.00 .7 such as dental or vision plans; .
e ..mwmemma disease vo_.ﬁmm such as -
IRTERE R cancer or disability i insurance; or

A SOHWmHm non%m:mmnos coverage.

; D:,m_m@m:w for U_ioq coverage
To @Cm:@ for @EOH no<m3~wm
- credit: :

~* You must not have a gap of

more than 62 days between

. the prior coverage and your .
. 'new group health plan. (Your

new coverage must be in

- Emnm on the 63rd. Qm% toavoid
. .-agap in n@<m§@m ) AND.

“+_ You must have had coverage
~ under a qualified health plan’
© - which includes fully insured

employer health plans, indi-

-vidual health insurance, gov-.
~ ernmerit health plans such as
Medicaid and Medicare; state’
- and federal government em-
ployee health plans; coverage

through state “high-risk”

. Huoo_m and \%m F&mﬁ Health

. Plans that do not qualify for

#,

prior creditable coverage”

. You cannot get credit for coverage

under non- Bm&n& no<mammmm

S mHoEu no<m$mm

_.Owﬁiw_n_.ww._..,z—as:m.m.d:-, _._..5 3 _._.5 |

o Owo:b to SQ.SQ:& State:

“High Risk” Pool - :
ou can move @og a‘group

‘plan to-the state “high risk:
pool” (Indiana Compre- -
" hensive Health Insurance Asso-

ciation) without pre-existing con- -

ditions vam applied.if:

* You were covered by one or.

more group health insurance

plans (group, church, or em-
ployer plan) for at'least 18

months before mmm_abm indi

wvidual coverage AND "
* . youhave exhausted your CO-

- BRA or your state continua- -

tion benefits and join the mvoow
within 63 days of losing prior
coverage AND

¢ the plan-you were ,n.o<mnma
under did not terminate for

‘non-payment of premium oH...

, .,,,moH. m.)msa .\»Z@

If you fulfill these requirements,
you are considered a “federally
eligible individual.” A federally
eligible individual qualifies for a

_guaranteed-issue policy with the

Indiana Comprehensive Health
Insurance Association: without

. pre-existing condition exclusions.

The Indiana . Oonumrmsm:\m ,
Health Insurance Association
(“state high risk pool”) was cre-

 ated by the Indiana legislaturein

1981 to waoﬁmm TmmEp insurance
coverage to consumers who are

. unable to obtain health insurance
in the mug\.mﬁm Bmaﬁﬁ :

E Starting in Eou the risk pool plan

must offer enrollees a choice of at |
least three (3) deductibles and co-

. @qubmb.ﬂ plans.. Lifetime benefit

maximums are cﬂrgnmg ‘The

, v Gb m:os.m am m:mobﬁ noﬁw.m €.
* you-are Doﬂ no<mamm E&mﬁ. Lu Hu . £

.. . Zm&nmam oH gm&nm& >2@
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- m:-_u_cwmm Em__»m
 When you leave a plan

must give you a certifi-

had-under their plan. “This cer-

.ﬂm_nmﬁm of “prior creditable cov- .
erage” must be vaoﬁama to %oﬂ.

“when:
.. You Hmm<m your uo,c or

..Kocmxrm:mﬂwozu OOmW>
. _umbmm:m or .

. Ko: ask for it within 24
" months after ﬂmmSSm ﬁrm
@_ms ‘ .
- When .<0: m:R.E _
in a new Em: _

" All group health .H.u_ua must tell
you about any pre-existing con-

dition EES in their plan.

Hrm% must tell you what will be .
required to. show: E.OOm of HquH .

coverage.

After. H.mnm::bm Eoom of _.uHHoH.

coverage, the plan must.advise
you if any.conditions you have

- will be excluded. as a Em-mxum? .
o Eo%ma mm&mb

" ing oobn::os

_cate .that shows how -
many months of coverage you.

Discrirnination based-on

~ medical history prohibited
The new laws prohibit all group

health plans from discriminating
againstyou based on your health

status. . In other words, the plan
_can not treat you any differently
from other individuals covered
under.your plan because you
Tm<m a medical condition (such
as cancer or a disability) or have

a history of filing medical claims.

o Employer AOq —.,_mi

Responsibilities

o w:on h.o<m.&mm h.mamnm:o: :
R 1l group health employer

- plans must provide writ-.
, ten certification of prior .
~ coveragetoall individuals losing

coverage after June 1, 1997. The
certificate must identify the cov-

ered person, period of coverage, .
. and waiting periods (if any). It
. should be sent by first class mail

to the employee’s last known ad-
dress. The plan must also pro-

" vide specific benefit information

upon request to msogmw mE-

' Receive credit for @ﬂou.

Zonnm o.n wwm.@amn: m
Condlition Exclusion
Certain information must be
made available to employees no-
tifying them of their right to:

o 'Receive notice'of the pre-.

" existing condition manmﬂos

~coverage.

* Request certificates 0m cover-

age from previous plan. The

notice also must say the plan
will help the. _participant get
their certificates, if necessary.

Special mEo:Em:w Periodis.

.- Plang must ﬁHoSQm a m@mﬁ& mz-

Hozgma ﬁmiom

¢ For ::&Smcm_m <<wo WmnoBm .

dependents by marriage, birth

- or adoption. At that time, the
employee or spouse may also -

* elect coverage, if not mr,mm&\
. covered.

 For mBEO%mmm\ Qmﬁmbamam .
whio initially decline your plan -

- coverage because they were

- covered under another plan.
~ (For example, the employee is
~ .covered through their spouse"

,mbm Ems _me.m that 8<m5mm )

o DGQOm:R, xm&::mBm:ﬁ
. (for self-insured plans only) -

Plans must providenotice of ma-

terial reduction in benefits or ser-
. vices within 60 days.

The mEEBmQ Plan Description

_ must include information about

the. mﬁa-ﬁmug mmguﬁmﬂmﬁgm of -

E ,.,, “the plan:

| ,m-:—w_ov.nq Ew—-nm

The laws also grant. mgv_o%mnm
certain rights.

Some important mkmSEmm

‘¢ Guaranteed ﬁmsmémgrq for
all fully insured group plans.
Insurance companies are re- -

- quired to mEoBmﬂS:% renew .

%oﬁ.mao:w no<m$mm mmnr

year, g :

. Guaranteed m<m¢m¢§&~ for
small employers. Health in-
surers. in this market must

~ make all their health plans
-available to all small em-

- ployer groups that mE&%

* Upon written HmnEmm» the in-

surance company must pro- .

~ wide the employer a written

" outline of all mﬁoﬁu health
. Emsm ommama
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- -Mental Health.Coverage
- Large employer and self-funded -
health plans are prohibited from -

-imposing differentannual or life-
time dollar limits on benefits pro--

¢ -vided for miental health condi-
' tions than for medical and sur-.
-gical coverage. In other words, -

if your planhas a $50,000-annual
limit on benefits for medical con-
ditions, it must. have the same
-annual limit for mental health
coverage. ..\ E

* Thereis an exception to this rule,
A plan can opt out; i.e. not pro-
vide this coverage, if they can
show that their plan costs would
increase by 1%. . -

[,h@....:@.—..._ n°<m..wmn; n.o,,.._v
Maternity o

‘All group health plans are te-

. -quired to pay for minimum hos-
pital stays for the mother and her

- -newborn, child after-delivery,

- They must provide coverage for

~‘at'least 48 hours.in the hospital -

after a. normal delivery and 96
hours -after a cesarean section

. delivery. -

Individual Health Plans
Individual health insurance poli-
cies must be guaranteed reriew-

" able. However, policies still may"
be canceled for non-payment of

premiums or fraud.

- Tax Benmefits -
- -Long-term Care Insirance -

HIPAA provides for favorable tax

treatment for “qualified long-.
- term care plans.” If you have a

_qualified plan: -~ -
¢ You may deductall or part-of.

the premium as a medical ex-
pense. L

. Benefits paid out by the policy

.é,Em,mmeE\&oﬁvm,wa.Em_
jmmwbnogmf., I

Long term care ﬁo_znwmm sold be-

fore January 1, 1997 are “grand-

fathered” as tax qualified. All-
- policies sold after January 1,
.- 1997, must be identified aseither
- tax qualified or non-tax qualified .

in the policy contract. -

You should consult with your at-

torney, accountant, or tax advi-

‘sor regarding the tax implica-
tions of purchasing long-term
_.«are insurance. ‘For more infor-

.. mation about lorig-term care in-

~ surance inIndiana, please call the -

- Senior Health Insurance Infor-
- mation Program (SHIIP) at the.
-Indiana Department of Insur-
.ance, 1-800-452-4800 or (317) 233-
3475 _

" Medical Savings Accounts
'HIPAA also establishes a pro-

. gram for tax exempt medical sav-

.Ings accounts (MSAs). MSAsare
savings accounts set up topay. for -

. medical expenses such as health

insurance premiums and the cost

of doctor visits. The MSA must

be set up to pay for medical ex-
penses such as health insurance.

_ ‘premiums and the cost of doctor

visits. The MSA must be in con-
nection with the purchase of a
high deductible health insurance
policy approved by the Indiana
Department of Insurance.

'Who Enforces the Law?
Most of the provisions in the law

are the same whether they come
under the federal HIPAA or are
covered by Indiana law. The main
difference is in who will enforce

. the law.’ .

- Fully insured

Group Health Plans

Fully insured group health plans

are subject to state laws-and com-
pliance is enforced by the Indi-
ana Department of Insurance.

Selfinsured

'Group Health plans

Self-insured group health are not
governed by state laws, but by a

federal law called the Employee
Retirement Income Security Act -

(ERISA).

If your plan is self-insured, it

must follow the new federal laws
(HIPAA). The US. Department

. of Labor (Pension and Welfare
Benefits. Administration) is en- -
forcing these new rules.

- Self-insured plans not complying -

~ with the new guidelines may be
- subject to an excise tax imposed

by the Internal Revenue Service

.of $100 per day per violation.

Non-compliance also means the
possibility of lawsuits from plan -
participants or the U.S. Depart-
ment of Labor. ,

If you should have questions re-

garding any of these changes you

will need to contact the U.S. De-

partment of Labor as listed on

-Page2. - .

Individual Health Plans

If you have an individual health
plan, your plan is governed by
state law and is enforced by the
Indiana Insurance Department. -
If you have questions, please
contact the Department.,

Medical Savings Accounts
HIPAA makes changes to federal

- tax laws to provide a tax exemp-

tion when a medical savings ac-
count is set-up in connection with

 the purchase of a high deductible

health insurance plan. The Inter-
nal Revenue Service will enforce

 this portion of the law.

Long-term Care Insurance _
HIPAA provides for favorable tax

‘treatment for “qualified long-

term care plans.” Any questions
regarding the tax qualification of
a long-term care policy will be

+ - determined by the Internal Rev-

enue Service. See Page 9.




When Plans Must Comply
The federal HIPAA law and the
- state laws have different starting
‘dates for various provisions. .

‘Changes to existing group health
plans will be phased in from .
. groupto group over the nextyeat.
All group health plans must be in
compliance by July 1,1998.

Existing plans gw_mg.ma changes
on their first plan anniversary fol-

~lowing July 1, 1997. New group

health plans starting on July 1,

* 1997 or later need to be in compli-
- ance from their start date.
' Mental health parity must be in
placebyJanuary 1,1998. The chart
“below summarizes these dates.

-~ Summary of nwiv_-h.s_nm Dates

%%Wm.OM Coverage' | Effective Date

"‘of Change-

.:,_&Sm:m_ Health
. Plans.

Vnnmmm.»o u._.,_.&mnm July 1, 1997
Comprehensive
- Health Insurance

“Accounts

Federal or ..S;._c will m.—._monnm .
State Law | - the laws

Indiana Dept.
of Insurance

State |- Indiana Dept.
R of Insurance

- Medical Savings - | January 1,197 -

o mﬁ.mm:m.,‘@o:n Health Plans must implemerit changes on first an

anniversary following Ju
o later than July 1,1998.

ly 1,1997. All plans must be in compliance

‘1 Law covers groups of 50 employees or S% .

.‘:&Maw.ﬂﬂm—uwzinnﬁo*__-.u_,.nwu_nm_‘
’ Sally McCarty e
Commissioner of Insurance

Consuiner Services Division
TOLL-FREE NUMBER

1-800-622-4461

or(317) 232-2395
www.ai.org/idoi

Revised April 1998

- This brochure. was modified for Indiana &\QE.:S,R:E prepared by

the Kansas Insurance Department.
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